


uenty-Lhid 


ANNUAL 
REPORT 


lo Htockholderw 


for Fiscal Year ending 
June 26, 1948 








STOP + SHOP, INC. 


BOSTON, MASSACHUSETTS 





STOP & SHOP, INC. 


Joszpa Rasrnovitz 
Srpney R. Rass 
Jacos Rasinovitz 
Norman S. Rass 
Irvine W. Rass . 
Luioyp D. Tarn 
Max E. Bernxopr 


Max E. Bernxopr 
A. K. Cowen . 
Invinc W. Rass . 
Norman S. Rass 
Srpney R. Rass 
Jacos Rasrnovitz 
Joszrn Rasrnovitz 
Lioyp D. Tarun 
Lester WATSON 


Transfer hgonts 


Officers 


Chairman of the Board and Treasurer 
Vice-President 

Vice-President 

Vice-President 

Assistant Treasurer 


Clerk 


President 


Boston, Mass. 
Boston, Mass. 
Boston, Mass. 
Boston, Mass. 
Boston, Mass. 
Boston, Mass. 
Boston, Mass. 
Boston, Mass. 


Boston, Mass. 


Tue First Natrionat Banx Tue Nationa SHawMut Bank 


OF BOSTON 


OF BOSTON 


Page One 


To the Hlockholders of Plo ¢ Shop, Ine.: 


Sales for the year were $45,879,052, an increase of $3,349,629, or 7.9%, over 
the preceding year. 


The consolidated net profit of the company was $645,792 compared to 
$757,171. This represents approximately 1.4% of gross sales. The current 
year's earnings amounted to $2.76 per share on the 234,000 shares outstanding, 
compared with $3.24 last year. In addition, a reserve of $100,000 has been 
set aside again this year to be added to our reserve for future inventory devalua- 
tion and relocation of plant facilities. This reserve now totals $200,000. 


Four regular quarterly dividends of 15c per share plus one extra dividend 
of 25c per share — making a total of 85c per share — were paid during the 
fiscal year. 


Estimated Federal Income Taxes for this year amounted to $534,127, which 
is equal to $2.28 per share. Social security, state excise and local taxes amounted 
to over $200,000. All these taxes combined were greater than the net earnings 
of the company. 


Last year, we contracted with a trucking company to do substantially all 
of our hauling, and disposed of our own fleet. Largely because of this, reserves 
for depreciation were reduced from $247,474 last year to $234,451. 


The net working capital at the end of the fiscal year was $3,603,136. This 
will be increased to over $4,000,000 when certain real estate developments, 
now in the process of construction, are finished and permanent financing is 
completed. 


During the year we have closed two of our smaller stores. At the same time 
we have completely modernized four large stores and have made a series of 
lesser alterations in a number of other stores, each designed either to improve 
the physical operation or our competitive position, or both. Amounts ex- 
pended for structural improvements in the execution of this program will be 
amortized over the seiad of the leases involved. The unamortized amount on 
our books at the end of the year was $394,168 as compared with $219,690 
last year. 


Our real estate subsidiaries are now finishing two new stores which should 
be open in the early Fall. One, on Memorial Drive, Cambridge, Mass., near 
the site of our very first self-service super market, will be our largest and finest 
unit. The other store is in Springfield, Mass.; it will replace, in a superior loca- 
tion, one of our older stores. It is these two projects that are referred to earlier 
on which the financing is now in process, and when completed a large portion 
of the funds will be returned to working capital. 


Additional store buildings are planned, to be erected by our subsidiaries 
on sites which have already been acquired. Arrangements have also been 
made for the leasing of other new stores which lessors will build to our speci- 
fications. 
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After two years of preparation, our affiliate, Bakeries, Inc., is about to begin 
wy esi in October. We expect this company to provide our stores with 
the finest in bakery products. The manufacturing plant for this activity, 
located at 226 Causeway Street, Boston, has been acquired by one of our sub- 
sidiaries and remodelled to conform to the latest requirements in bakery opera- 
tions. Store facilities for the sale of bakery erodacks are being prepared in 
many locations. 


Increases in all items of operating costs has presented management with a 
challenge. Higher prices and uncertain markets, particularly on meats, have 
called for very careful buying and merchandising. The narrow margin of 
profit in the food industry requires that we improve our efficiency constantly 
and develop new methods and techniques in order to maintain our level of 
earnings and keep costs at a minimum. To meet this situation, we have been 
experimenting and conducting research in a number of directions, particularly 
with self-service meats and Food-O-Mat installations, which we now have in 
three stores. We are especially pleased to report that our cooperative marketing 
research with leading national food manufacturers and other organizations in- 
terested in food distribution — in which our marketing research department 
has pioneered for years — has been a real asset to us as well as to the cooperating 
manufacturers. 


Individual employee earnings have been adjusted upward in oe with 
the trend of industry and the increased cost of living, and are today at the 
highest level in our history. Current payroll costs are running at the rate 
of $500,000 per year more than a year ago. We are gratified at the low em- 
iri de turnover which we have achieved and attribute this, among other 
actors, to improved employee selection, good, sound personnel practices and 
liberal employee benefit plans. Employee benefits for the past year cost the 
company $128,433. Thus far we have contributed $292,899 to the employees’ 
retirement plan which has been in force since January 1, 1945. 


To our many thousands of customers, Stop & Shop is represented by the 
men of women in our store whom they see and mect. These store employees 
make it possible for us to build goodwill with our customers. We are con- 
fident that the loyalty and splendid cooperation of all our Stop & Shop folks 
is advancing us towards our goal: ‘““TO MAKE STOP & SHOP THE BEST 
PLACE TO WORK and THE BEST PLACE TO TRADE.” The management 
is deeply appreciative of this splendid employee relationship and will continue 
to strive to deserve it. 


Following our practice of recent years, we shall send you soon a copy of 
our report to our employees. Many stockholders have written that they have 
enjoyed receiving this employee report which, incidentally, has for the past 
two years received the Financial World highest merit award as a well-prepared 
presentation. 


Respectfully submitted, 


foroph Rabinovity 


President. 
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Consolidated Batance 


(Including wholly-ownes 


CURRENT ASSETS: 
Cash On hand ate it BONES. . onic oc ke Gatekvee se ees $1,883,528.05 
Accounts Receivable: 
Due from trade debtors, including re- 
charges to manufacturers, municipal 
relief agencies, advances for employ- 
ees’ retirement funds and sundry 


claims less reserve. ................ $170,849.55 
Due from employees. ................ 1,287.29 172,136.84 
Accrued interest on notes receivable............... 1,000.00 
Investments: 
Officers’ life insurance at cash surrender value .... 96,851.30 
Inventories: 


Physical inventories evaluated at average invoice 
cost or lower than cost, reflecting market prices, 
located in the company’s warehouses, in storage, 
in stores, in transit and in vendors’ premises... .. 3,770,233.86 
SEGRE Fi E So. os oe eke cine $5,923,750.05 
INVESTMENTS OF §S. S. REALTY CO., INC. Cwholly- 
owned affiliate) AND ITS WHOLLY-OWNED 
AFFILIATES: 
In real estate owned in fee simple at cost (See Note 1) 1,085,211.41 
INVESTMENTS IN AN AFFILIATED CORPORA- 
TION (50% owned) at cost (See Note 2): 


CORA) GOGR id 6 55a). din teed bese ea aceeees $ 76,000.00 
Notes receivable due July 1, 1957 with interest at 3% 
OOS BIMNIE Sis Sis aed ae 0 oe RUE COS 2 Ue oF KU OO 100,000.00 176,000.00 


FIXED ASSETS (at cost): 
Land and buildings, ‘‘D’’ Street Warehouse, South 


Boston, Mass. owned in fee simple.............. $ 520,383.83 
Other land aiid DUUGIOSS «5. cies vc cc ciideasavisness 22,943.67 
Stores cquipment, fixtures, Cts 62s iscsi ve ce aces 2,525,751.55 
Warehouse and office equipment, fixtures, etc........ 494,222.00 
Agents £66 tes iis bs ovicekbant CUR ian 46,012.01 
$3,609,313.06 

Less — Reserves for depreciation. ............-+.+-. 2,266,355.81 1,342,957.25 


DEFERRED CHARGES TO OPERATIONS: 
Unexpired insurance policy premiums at unearned 


WRIOEE 6 i-5:3.0. be DR6 ARR ce haben yl eee tek eedce $ 46,533.26 
Rehabilitation costs of store locations, amortized 
over the life of each individual lease............. 394,168.02 
Construction, maintenance and store supplies....... 71,324.33 
Unamortized expense on company Debenture bonds. . 2,083.33 
Oedner Ceherted Cwreneee soi. oie osc se so cee en cake ane 5,855.39 519,964.33 


$9,047,883.04 


See page seven for notes ref 
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heel... June 26, 1948 


affiliated companies) 


CURRENT LIABILITIES: 
Accounts payable — trade creditors on open 
NE is 5 Uns 5c Xo 3h PRT PE hn ae FESS OSS $1,456,815.25 
Amortization payments on real estate mortgages 
of S. S. Realty Co., Inc. and its wholly-owned 


affiliates (maturing within one year)....... 41,300.00 
Advance for construction on store location ... 1,750.00 
Accrued Accounts: 


Federal income taxes (estimated) $561,589.63 
Commonwealth of Massachusetts 

excise and local taxes........ 100,563.81 
Social security and oo. 

ment insurance — federal and 

state contributions.......... 46,476.77 
Other accrued items including 

pay roll, interest, rent and em- 

ployee profit sharing and bo- 


DAS. isa spies seteaih band > 112,119.45 820,749.66 
Total Current Liabilities. ........... $2,320,614.91 
344% SINKING FUND DEBENTURE BONDS 
due January 1, 1961 (See Note 3)............ 1,000,000.00 


Purchase money obligations of S. S. Realty Co., 
Inc. and its wholly-owned affiliates under 
moftgages on real estate to be amortized by 
monthly and quarterly payments for various 
periods not exceeding twenty years from dates 
ON, es Use 5 LEB g oxts erekns onthe’ fos 172,666.11 


RESERVE FOR FUTURE INVENTORY 
DEVALUATION AND RELOCATION OF 
PAIGE AMMA LMIDs Gios-0- 5 sus cd ee nen oe kes 200,000.00 


CAPITAL: 
Authorized 300,000 shares of 
$1.00 par value capital stock 
of which 240,000 shares are 
issued and outstanding...... $ 240,000.00 
Less — Par value of 6,000 shares 
acquired for the treas- 


5 fae oo ey hE 6,000.00 $ 234,000.00 
Capital Surplus............... $1,110,000.00 
Less — premium on treasury 
stock reacquired..... 33,539.22 1,076,460.78 
PR ois d's- 8 sce aces ences cat's: 08-0 epee 4,044,141.24 5,354,602.02 


srred to in above statement 
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STOP & SHOP, INC. 
Consotidaled Profit and L055 bccount 


(Including wholly-owned affiliated companies) 


Fiscal Year Fiscal Year 


Ended Ended 
June 26,1948 June 28, 1947 Increase 
BES. on Cleaner ree ee $45,879,052.25 $42,529,423.83 $3,349,628.42 
BREE eR AME LS wc 4. eve ees <oe 37,214,835.89 34,343,799.80 2,871,036.09 
MERCHANDISING PROFIT............ $ 8,664,216.36 $ 8,185,624.03 $ 478,592.33 
App Oruer INcoME: 
Cash discounts on purchases, in- 
terest income, etC............. 266,020.50 229,515.77 36,504.73 
Net gain from sale of capital assets 484.62 47,038.94 * 46,554.32 
eg ee ee re ae $ 8,930,721.48 $ 8,462,178.74 $ 468,542.74 


Depuct OperaTiING Expenszs: 
Stores selling expenses, warehouse 
and distribution costs, supervi- 
sion and administrative expenses $ 7,376,942.82 $ 6,679,663.36 $ 697,279.46 
Depreciation of buildings, equip- 


ment, trucks and automobiles.. . 234,451.57 247,474.73 * 13,023.16 
SEES... ov. chit oes ankanes eon 39,406.84 30,297.95 9,108.89 
io” Pere tee - $ 7,650,801.23 $ 6,957,436.04 $ 693,365.19 


Net profit before federal income taxes $ 1,279,920.25 $ 1,504,742.70 *$ 224,822.45 
Deduct — Federal income taxes 
CestiMAtty. 4 Coach toad oo 534,127.32 647,571.43 * 113,444.11 
$ 745,792.93 $ 857,171.27 *$ 111,378.34 
Less — Provision for future inven- 
tory devaluation and relocation 
Of plage facies oc. Secs ed 100,000.00 100,000.00 
Net Prorit To SuRPLUS............ $ 645,792.93 $ 757,171.27 *$ 111,378.34 


* 





Decrease 


Fiscal Year ended June 26, 1948 
DAG ance, TONG ZO SOG 5. § 5s FSU Ss Caw cw eces $3,597,248.31 


Add — Net profit for the fiscal year ended June 26, 1948 645,792.93 
$4,243,041.24 


Deduct: 
Cash dividends paid — $.85 a share on 
240,000 shares outstanding......... $204,000.00 
Less — Dividends on capital shares held 
STOUR os 606 4 5 6 alg Cae chee cat 5,100.00 198,900.00 
Bazanct, Jase 26, 1908s." sac eta ee $4,044,141.24 
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STOP & SHOP, INC. 


Noles Relating lo Financial Halomenks 


Jone 26, 1948 


Cost of land and buildings of various acquired locations.... $2,016,075.09 
Less — Accrued depreciation of buildings 75,896.32 
$1,940,178.77 

Deduct — Mortgages on this property for money advanced 


for construction (these mortgages are not assumed by 
either the parent or its affiliated companies) 854,967.36 


Balance respresenting the companies’ equity subject to mort- 
ga in the aggregate sum of $213,966.11 shown as a 
iability in the Balance Sheet $1,085,211.41 


The authorized capital stock of this corporation consists of 1,250 shares of 
3% cumulative Preferred with a par value of $100.00 which is redeemable at 
and has no voting power, 750 shares of which have been issued to Stop & 
hop, Inc. for cash at par $ 75,000.00 
and 5,000 shares of Common with no par value, having sole 
voting power, 200 shares of which have been issued for 
$2,000.00 of which 100 shares were issued to Stop & Shop, Inc. 
1,000.00 


This company on June 26, 1948 had an operating deficit of.. $ 50,320.19 


The Indenture with respect to the 344% a Fund Coupon Debentures 
due January 1, 1961 prescribes the redemption of these Debentures through 
the operation of a Sinking Fund created by the payment in cash of a sum 
sufficient to redeem $100,000.00 in principal amount of the Debentures in- 
cluding unpaid interest on or before mber 31, 1951 and a similar amount 
on or before December 31st of each year thereafter to and including 
December 31, 1959. 


The Indenture also prescribes that the Company will not at any time pay 
dividends on its capital stock or purchase, redeem or otherwise retire any 
shares of its capital stock unless paid out of the consolidated earned surplus, 
in excess of $2,000,000.00 on June 30, 1945 plus consolidated net earnin 
subsequent thereto and plus any cash proceeds derived from the sale of the 
company’s capital stock (exclusive of that portion of the net proceeds used 
to purchase, redeem or otherwise retire any of its shares of capital stock) 
and unless the provisions with respect to Sinking Fund have been complied 
with and any cash payments made thereto or therefor shall have first been 
deducted from the accumulated earnings and s from sale of capital 
shares as aforesaid. At June 26, 1948 approximately $1,927,894.00 of the 
Earned Surplus was free of dividend restrictions. 


Effective January 1, 1948 the Indenture was amended permitting more favor- 
able restrictive terms to the Company and, due to firmer money rates then 
prevailing, the interest rate was raised from 3% to 344%. 
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ecountants’ Corlificale 


We have made an examination of the books and accounts of Stop & Shop, 
Inc. including its wholly-owned affiliate, S. S. Realty Co., Inc., and the wholly- 
owned affiliates of the latter for the fiscal year ended June 26, 1948. In accord- 
ance with generally accepted auditing standards applicable in the circum- 
stances, omitting no procedure inherent therein, this examination consisted of 
a detailed audit of such transactions that we believed to be important, that 
were effected during the fiscal year above stated, but did not include a detailed 
audit of all transactions. We have verified by outside confirmation such of the 
balance sheet items we deemed appropriate and necessary; and we are of the 
opinion, by reason of our familiarity with the controls and accounting records 
of the companies, that those items not verified in this way are correctly stated. 


In our opinion, based upon such examination, the attached financial state- 
ments and their relative notes attached hereto fairly present, in accordance with 
generally accepted principles of accounting applied on a basis consistent with 
previous years, the financial position of the companies at June 26, 1948 and 
earnings for the fiscal year ended with that date. 


MYRON HELLER & COMPANY 
Certified Public Accountants 


By: Myron Hetter, C.P.A. 


Boston, Massachusetts 
August 16, 194% 
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